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To:  Debora Kennedy
From: Joe Hoey '
Date: 5/1/01

Re: Oregon Health Plan

Here is fhe brief synopsis of the Oregon Health plan that | told you about. On page 2 there is a
list of 6 key features of the plan. Sheldon is interested in drafting a Wisconsin Health Plan that
includes the first four of the listed features. He is also interested in establishing a Health
Services Commission similar to the one discussed in the two paragraphs following the list of
features. Give me a call if you have any questions.
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The New'Engiand Journal of Medicine -- August 28, 1997 -- Vol. 337, No. 9

Hearth POLICY REPORT

The Oregon Health Plan -- Lessons for the Nation (Flrst
of Two Parts) :

Thomas Bodenheimer

In 1989, the state of Oregon embarked on a controversial experiment in the financing of
health care. The state planned to add many uninsured people to the Medicaid program and

to pay for this expansion by reducing the Medicaid benefit package -- more people would

be covered, but for fewer services. The Oregon plan provides important lessons toa
nation striving to expand health care coverage in an era of shrinking budgets.

At first, the Oregon plan made repeated headlines and provoked strong criticism. "The

" Oregon plan will target a new group for discrimination -- the seriously ill," wrote an

Oregon physician in a letter to the editor of the Journal. (1) "It denies care only to the
politically powerless poor," commented health analyst Emily Friedman. (2) "Oregon's

decision to ration health care to its poorest women and children," charged Al Gore, "isa

declaration of unconditional surrender just as the first battles are being fought over the
future of our health care system." (3)

Why all the outrage? After all, Oregon was insuring more people, not fewer. Other states
had axed thousands of families from Medicaid and reduced benefits, with little or no fuss.
The difference was the method that Oregon chose to create its benefit package -- the
prioritized list. In 1991, Oregon ranked more than 700 diagnoses and treatments in order
of importance. The state legislature then drew a line at item 587; treatments below the line
would not be covered. Oregon had openly embraced the "R word": rationing -- worse,
rationing for the poor. Liberal Democrats in Congress, the Children's Defense Fund, the
American Academy of Pediatrics, and others condemned the Oregon plan.

On February 1, 1994, the Oregon Health Plan, with its prioritized list, went into operation.
How have Medicaid recipients fared during these first three years? Perhaps surprisingly,
the plan has added more than 100,000 people to the Medicaid program, and it is politically
popular. Serious complaints about the prioritized list are hard to find. Major problems
exist, but they mirror the difficulties of the health care system throughout the nation.

History

The Oregon Health Plan began with the poignant story of a seven-year-old boy. In 1987,
Coby Howard contracted acute lymphocytic leukemia and needed a bone marrow

transplant. Earlier that year, the Oregon legislature had discontinued Medicaid coverage

for organ transplantation. (4) Amid much publicity, Coby died.

“http://www.nejm.org/content/1997/0337/0009/0651 .asp o 04/19/2001
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John Kitzhaber, an emergency room physician in the town of Roseburg, Oregon, was also
president of the Oregon senate. In the emergency department, he saw victims of Medicaid
cuts with serious illnesses that could have been treated at earlier stages. In the state senate,
he lived through the Coby Howard tragedy. Kitzhaber wanted to address the twin
problems: lack of insurance among low-income people and denial of life-saving treatment
despite coverage of less eﬂ‘ectwe therapies for less serrous conditions.

A leglslature can reduce Medicaid expenditures by removing people from the program,
lowering the rate of reimbursement to providers, or reducing the benefit package.
Kitzhaber believed that removing people from the program was the worst of the options.
He also believed that many physicians refused to see Medicaid patients because of low
reimbursement rates and that the leglslature should not reduce payments to providers. The

- remammg option in the case of a budget crisis was to reduce the benefit package. But how

could the benefit package be reduced without letting more Coby Howards die? Perhaps a

prioritized list could guarantee that benefit reductions would eliminate only the least
effective treatments. :

In 1989, Kitzhaber shepherded through the Dyegon legislature a plan with several key

the legislature would draw # line on the list below which treatments?) -
-would ot b cavered (4) the legislature would not be allowed to reduce reimbursement

_sTatesito: Medrcal' provrders, (5) Medicaid services would be proyided through managed-

care plans, and (6) employers would be required to insure their employees, with the
prioritized list as the basic benefit package.

In 1989, the Oregon Health Services Commission was established to create the prioritized
list. (5,6) The 11 commissioners were remarkably dedicated, attending maty long
meetings without pay over a three-year period. They sponsored community forums to gain
public input into the process; two thirds of the attendees were health care providers, two
thirds were college graduates, and only 5 percent were Medicaid recipients. (6) However,
consumer organizations representing Medicaid patients were actively involved in the
process, and the openness of the Health-Services Commission was a breath of fresh air.

The commission established17-categories of health problems -- for example, acute
conditions that can be fatal and for which treatment provides full recovery, acute

" conditions that are treatable and unlikely to be fatal, chronic conditions that are unlikely to

be fatal, maternity and newborn services, and preventive care of proven efficacy. All

“diagnoses and their treatments in the medical and surgical armamentarium were assigned

to one of these categories, and the categories were ranked according to 13 criteria,
including life expectancy, quality of life, the cost effectiveness of a treatment, and whether
it would benefit many people. Treatments that prevent death and lead to full recovery
were ranked first, matermty care was ranked second, and treatments that prevent death
without full recovery were ranked third. Treatments that result in minimal or no
improvement in the quality of life were ranked last. The diagnosis and treatment items
were then prioritized within the categories on the basis of outcomes data, a scale for the
quality of well-being, and a consideration of the reasonableness of the rankings. (7)
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WMS submitted to the Bush administration for federal approval.
The following year; the plan mmwhat questionable grounds that the
list undervalued the quality of life of people with disabilities. Some Oregonians suspected
that the plan was denied because George Bush, about to wage a presidential campaign

against Bill Clinton, was afraid to be labeled the "rationing president."

The Health Services Commission produced another version of the list. Each diagnosis and -
treatment pair was analyzed with regard to the probability of death or disability with and
without treatment. (7) For example, bacterial meningitis has a high probability of causing
death without treatment and a lower probability with treatment, whereas metastatic
pancreatic cancer is certain to cause death with or without treatment. Each diagnosis and
treatment pair was assigned a number based on this analysis, and a new list was formed.
Even with this entirely different method, 85 percent of the items on the list were ranked
almost the same as they had been in the earlier version. '

In March 1993, the plan was approved by the Clinton administration. On February 1, '
1994, five years after its initial passage in the state legislature, the Oregon Health Plan
went into operation. Later that year, John Kitzhaber was elected governor of Oregon..

The Accomplishments of the Oregon Health Plan

The Oregon Health Plan received one of the earliest federal waivers granted under Section _

1115 of the Social Security Act. b‘ucflrw_agxgri_s_u_s_gggd_mmv of the federat requirements
that nomwwﬁm governing eligibility and
services, safeguarding the freedom to choose a health care provider, and stipulating how
providers are reimbursed), thereby allowing states to increase the number of Medicaid
beneficiaries and to institute mandatory managed care. (8,9) '

All Oregonians with incomes under the federal poverty level ($13,000 for a family of
three) are now eligible for Medicaid. Previously, only 57 percent of people with incomes
under the poverty level were eligible. In addition to the. 100,000 people newly enrolled in
Medicaid through the Oregon Health Plan, 65,000 people are eligible but not enrolled.
Some have chosen not to enroll, some are deterred by the complex enrollment process,

- and some cannot afford the sliding-scale premiums, ranging from $0 to $28 per month.
However, any of these 65,000 persons who become sick can enroll and receive coverage
on the same day -- a benefit that no private insurance company provides.

According to the Census Bureau, between 1991 and 1995, the proportion of uninsured
Oregonians dropped from 14 percent to 12 percent of the state's 3.2 million population.
(10) (State data suggest a greater reduction, from 18 percent to 11 percent. (11)) During

_ the same period, the proportion of uninsured persons in the U.S. population rose from 14
percent to 15 percent. (10)

Several states besides Oregon have provided health insurance to people who were
previously uninsured. Minnesota insured an additional 100,000 people through
MinnesotaCare. Tennessee added 400,000 people to its Medicaid program, now called
TennCare. Massachusetts, New York, and Arizona recently passed legislation to expand
coverage, particularly for children. But in most states, because of the decrease in the

bhttpi//www.nejm.org/content/ 1997/0337/0009/0651.asp 04/19/2001
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‘numbers of Americans with employer-sponsored insurance, the uninsured population is
growing. (12) In 1995, 15 percent of the residents of New York, 21 percent of those in
Californi_a, and 24 percent of those in Texas had no health insurance. (10)

Oregon s success in increasing its Medicaid population by 39 percent has had a price tag,
but not a steep one. The state's Medicaid expenditures in 1996 were 36 percent higher
.than those in 1993. (11) Nationally, Medicaid has undergone an inflation of 30 percent
during the same period, whereas coverage has expanded by 11 percent. (13) ‘

Managed Care under the Oregon Healith Plan

- Eighty-seven percent of persons enrolled in the Oregon Health Plan are in 1 of the 13
capitated Medicaid managed-care plans with which the state contracts. These are all not-
for-profit plans; three for-profit plans dropped out (PacifiCare, Qual-Med, and a local
health maintenance organization [HMO]). By far the largest Medicaid managed-care plan

is HMO Oregon (owned by Blue Cross and Blue Shleld of Oregon) with 34 percent of
- Medicaid managed-care enrollees. (14)

Medicaid managed care has been growing rapidly throughout the United States. In 1996,
" one third of all Medicaid remplents were enrolled in managed-care plans in 48 states,
_ representing a-33 percent increase in the number for 1995. The federal govemment is
likely to eliminate the waiver process and allow states more ﬂex1b1l1ty to require that -
‘ Medlcald beneficiaries enroll in managed-care plans

‘Oregon was able to move its Medlca.ld population into managed care rapidly because
managed care has been a major component of Oregon's health‘system for decades. Kaiser -
Permanente arrived in the 1940s and started to enroll Medicaid patients in 1976. During
the decade before the institution of the Oregon Health Plan, the state enrolled 90,000

 Medicaid recipients in HMO-style health plans Thus, by 1993, when the federal waiver
was approved that allowed the state to require that Medicaid recipients enroll in managed—
care plans Medicaid managed care was already well established.

In any Medlcald managed-care plan, one measurement stands out as critically important:
the size of the capitation payment from the state to the plan. Kitzhaber recognized the
need to make capitation payments reasonably high for two reasons: with adequate
payment, physicians, hospitals, and managed-care plans are more likely to support funding
for the Medicaid program; and reasonable rates attract physicians to the program, which
means greater access to care for beneficiaries. Kitzhaber insisted that capitation payments

cover the costs of care, whereas some other states prov1de payments that are lower than
‘the costs of care.

Although it is difficult to compare capitation payments from state to state (since the mix of
services covered by the payments varies), estimates can be made. In 1995, Oregon's
capitation rate for nondisabled persons under the age of 65 years was about $130 per
member per month. This payment represented a 30 percent increase over the fee-for-
service Medicaid payments physicians received before the Oregon plan was introduced. In
 Tennessee's TennCare program, in contrast, 1995 capitation rates for a similar population
were closer to $100 per member per month, representing a 40 percent decrease in pre-
TennCare payments. (15,16) California's comparable capitation rate is even lower, about

http://www.nejm.org/content/1 997/0337/0009/0651 .asp 04/19/2001
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$80 per member per month. New York's rates were considerably higher but have been
ratcheted down in the past few years. Studies have shown that the willingness of

physicians to provide care for Medicaid patients is related to the level of Medicaid
reimbursement. (17)

Are Oregon's doctors, hospitals, and health plans satisfied with the capitation rates? Of
course not. Are they extremely dissatisfied? Not really. Physicians still earn one third less
for services provided to Medicaid patients than for those provided to patients covered by
commercial plans or Medicare. Some physicians are limiting the number of Medicaid
patients they see, giving rise to complaints -- especially in rural areas -- that Oregon _
Health Plan membership cards are simply hunting licenses that enable the poor to join the
hunt for a physician who will give them an appointment. The state counters that in 1996,

88 percent of surveyed Medicaid enrollees were satisfied with their access to health care,
as compared with 70 percent in 1994. '

The Prioritized List

- In 1990 and 1991, Oregon's prioritized list was a controversial topic of conversation

among health care professionals, policy analysts, bioethicists, and politicians. Today,
complaints abput the list are unusual. ' _

at does the list look like? Table 1 shows three parts of the 1995 list: the top five lines,

the bottom five lines, and those near the current line (578) below which services may be

, denied. (18) A number of diagnoses listed below line 578 -- for example, hepatorenal

syndrome -- can be managed by choosing a treatment listed above the line, such as

W - comfort care (line 260). Pulmonary sarcoidosis, which is near the bottom of the list, can be
treated with corticosteroids (line 158, medical treatment for respiratory failure). Expensive
therapies that are medically effective, such as renal transplantation for end-stage renal
disease and liver transplantation for biliary atresia and other life-threatening hepatic
disorders, are ranked high on the list. Contraception is also ranked high, at line 51. Low
birth weight (less than 2500 g) is at line 67. Preventive services for children are at line
143, and preventive services with proven effectiveness for adults are at line 181. Medical
therapy for human immunodeficiency virus disease and AIDS is at line 168.

N

Five factors have stilled the argument that the list represents rationing of medical care.
First, on balance, the Oregon Health Plan has expanded health care benefits more than it
has reduced them. In particular, all enrollees are now covered for dental care and organ
transplantation, benefits previously denied to Medicaid recipients.

Second, the line below which services may be denied has been set quite low on the list of
diagnoses and treatments and has remained low. Most of the treatments listed below the
line have little effectiveness. "Line movement" (movement of the line upward so that fewer
treatments are covered) has been minimal, in part because the Health Care Financing
Administration (HCFA) must approve any line movement passed by the state legislature.

J In 1996, the legislature moved the line from 606 to 581. In 1997, the legislature attempted
? to move the line from 581 to 574, but HCFA approved a move only from 581 to 578. If
the line were moved much further up, protests could be expected from health plans,
physicians, and patients. That situation is unlikely, however, since HCFA has indicated
that it will not favor further movement of the line in the near future.

4
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Third, since the items on the list represent diagnosis and treatment pairs, a diagnosis is
required before a treatment can be denied. For simple maladies listed below the line, such
as acute bronchitis, treatment is given at the diagnostic visit and is covered. Complex
diagnostic workups are also covered.

Fourth, physicians occasionally "game" the system, choosing a d1agnos1s above the line -
even though the patient has an illness that falls below the line.

Finally, and most important, the state Medicaid program requires adherence to the list only
for the 13 percent of patients whose physicians are paid on a fee-for-service basis by the
state. In these cases, International Classification of Diseases, 9th Revision (ICD-9) codes
and Current Procedural Terminology, 4th revision (CPT-4) codes for treatments listed
below the line are not reimbursed. But for the 87 percent of Medicaid enrollees in
capitated health plans, the state has shifted the financial risk to the plans and provides no
additional funds if treatments listed below the line are given. The state has calculated that
items below the line account for about 10 percent of all medical expenditures and has
therefore subtracted 10 percent from capitation payments to the health plans. In this way,
the state saves money as a result of the list. Yet the medical directors of health plans may,
and often do, authorize caré for diagnoses listed below the line. Recently, the utilization

- review committee of the CareOregon health plan approved high-dose chemotherapy and

- bone marrow transplantation for a nine-year-old child with medulloblastoma, a $75,000
treatment of unproven efficacy that is listed below the line.

Oregon's prioritized list serves as the Medicaid benefit package, indicating which services .
are covered and which are not. The list parts company with most health insurance and
HMO benefit packages, which cover services that are "medically necessary” but leave the
interpretation of medical necessity to medical directors within the insurance company or
HMO. In contrast, Oregon's program clearly defines services that are deemed medlcally
necessary, and if fiscal constraints require a reduction in benefits, this reduction is

accomplished by taking away less appropriate treatments before denylng more appropnate
ones.

A similar approach to the design of benefit packages has been proposed by two health
policy experts. Robert Brook suggests that substantial resources be devoted -- through
outcomes research -- to the development of detailed guidelines that all health insurance
plans can use to determine medical necessity, so that all appropriate care, and no
inappropriate care, is covered. (19) David Eddy, arguing that "almost anything would
improve on the hopelessly vague terms 'medically necessary' and 'appropriate,' wants
more precise benefit language but rejects the level of detail in Oregon's list. (20)

Although many particulars of Oregon's list are open to criticism, (5) it does incorporate a
large dose of common sense. As one Oregon physician explained, "Most things at the top
are important, and most things at the bottom are not so important.” Oregon's list

represents a new approach to the design of a benefit package, introducing a health policy
issue that merits further discussion and debate.

' The Oregon Health Plan -- Lessons for the Nation -- Second of Two Parts (September 4 issue)
Table of Contents | Previous Article | Next Article
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SRECTION 31. ‘I'He Juvenile Services Comiuis-
sion ns constiluted on the effoctive date of this Act
shall perform its function. However, the Governor
may appoint the members to the Oregon Youith Ser.
vices Commiusion under ORS 417475 as amcnded by
section 4 of this Act and those newly appointed
menibers shall canstitute the Oregon Youth Services
Comunigsion for purposes of impi’enmnt.ing this Act
and shall appoint an executive director pursuant to
ORS 417.485. The rules of the Juvenile Services
Commission shall continue in effect until amended
or repealed by the Oregon Youth Services Commis-

S10 KL

SECTION 32. This Act being necessary for the
immediate prescevation of the public peuce, heulth
and safety, an emergency is doclared to exist, and
this Acl takes offect July 1, 1989,

Approvad by the Governer July 26, 1089

Fied in the office of Seevobary of State July 27, 1989

CIHAPTER 836

AN ACT $B 27

Relating to health sepvices; creating new provisions;
amending ORS 414025, 414.036, 414.042 and
414.065: nppropriating money; limiting expendi-
turas: and declaring uan mmergenry. |

Be It FEnacted by the People of the State of

Oregon: : , :

SECTION 1, ORS 414.036 is umendaed to read:

414.036. (1) The Legislative Assembly finds that:

(1) Hundeeds of thousands of Oregonians have
no health insurance or other coverage und lack the
ineome nnd resources needed to obtaln health care;

(b) The number of [medically newmly] persoms
without access to health services increages dra-
matically during periads af high unemployment;

(¢) Without health  coverage, [the medically
needy] pertons who Inck access to health [eare
and] services may receive treatment, [if af all,] but
through eostly, mellicient, acute care; [and)]

(d) The unpaid cost of health [carc] scrviees for
the mediecally needyl such persons is shifted to

{:z\ying patienta, driving up the cost of
ogpitulization  and  health

! insurance for all
Orcgonians; and [] i

medical assistunce to those in need (and eligible]
whose family income is below the federal pov-
erty level and who are eligible for [benofits] sep-
vices under the [program] programs authorized by
this chapter.

SECTION 2. As used in this Act, “health zee-
vices” means 4l least so much of each of the follow-
ing as arc approved and funded by the Legislative
Assembly:

(1) Provider services and supplies;

(2) Oulpatient services;

(3) Inpatient hospital sdrvices; und

(4) Health prometion and disease privention ser-
vices,

SECTION 3. The following services are avail-
able to persons cligible for services under this Act
but such services ure not subjcct Lo subsection (L)
of section 4a of this Act: !

(1) Nursing facilities and home- and community-

" based waivered services funded through the Senior

Services Division: .

(2) Medical nssistance for the aged, the blind and
the disabled or medicitl ecare provided to children
under ORS 418,001 to 418.034 ‘and 418,187 to 418.970;

(3) Institutional, home- und community-bisel
waiverad services or Community Mental Health
Program care for the mentally returded or develup
mentally disabled, for the chronicully mentally ill or
emationally disturbed and for the treatment ol aleo.
hol- and drug-dependent persons; and

(4) Services to -children whe are wards ol Ll
Children’s Services Division by urder of the juvenile
court and services to children and r:uni{it-!s: for
health care or muutal health care through the divi-
sion,

SECTION 1. (1) The Iealth Services Commis-
ston is astablished, .consisting of 11 wmnbers up-
pointed by the Governor and confirmed by the
Senate. Five members shall he physiciang liconsnd tn
practice medicine in thus state who have clinical ex-
purtise in the general arcus of obstetrics, pavinutal,
padintrics, adult’ medicine, geriatrics or public
health, Oue of the physicians shall be o« Doster of
Ostecpathy. Other members shall nclude o publice
health nurse, & sucial services worker and four con.
sumers of health care In making the appointmenss,
the Governor shall consult with profussional and
other interested organizations.
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(M Members of the Health Services Commission
ghall serve for o term of four years, at the pleasure
of the Governor. .

() Members shall receive no compensation for
thetr services, but subject by any applicable state
law, shall be allowed webual and necessary travel
expenses incareed in the performance of their duties,

{4) The commission may estublish such subcom-
millees of its members and other meaedicil, economie
or hoeadth serviees advisers as it determines to be
necessury to assist the commigsion in the perform.
ance of s doties,

SECTION 4. (1) The Health Services Commiss
ston shall consult with the Joint I,e.!k;iﬁlsxtive Com-
mitter on Huulth Core and conduct public hearings
prior to maokiag the report described in subsection
(3) of this section. 'The cormigsion shall solicit tes.
treony atd information {rom advocates for seniors;
hundicupped  persans; menta]l headth services con-
sumers; Jow-income  Oregonlans; and providers of
heolth care, including bul not limited to physicians
licepsed to practice medicine, denlists, oral sur
geons, chiropractors, noturopuths, hospitals, clinias,
pharracists, nurses and pllied health professionals.

(% In eonjuncltion with the Jeint Legislative
Committee on Health Care, the commission shall
actively solicit public juvelvement in a community
mecting process to build o consensus on the values
to be ased to guide health resource allocation decis
slons.

() The comminsion shall report to the Governor
a list of health werviess ranked by priovity, finm the
mont important to Lhe leust important, representing
the comparative henefits of cuch service to the en-
tire population to he serued. The rccommendation
shall be accompunied by a report of an independent
actuary retained for the commission o determine
rates necessury to cover the costs of the sorvices.

(4) The conruwision shall make ils report by July
1 ol the yewe preceding cach regular seesion of the
Legislative Assembly and shall submit a copy of its
report to the Joint Legislative Committee on Health
Care.

(6) ‘The Joint Legislative Committee on Health
Cure shall determine whether or nit to recommend
funding ot the Health Services Commission’s report
ta the Legislative Assembly and shall advise the
“Governor of its recommendations. ARer considering
the vesommendations of the Joint Legislative Com-
mittee on Health Cure, the Legislative Assembly
ghn” f‘unﬂ thgg P‘"l“"llt Loy Q}u_\ oxtnnt *‘.]"I}l‘. ﬁlnds are
available Lo do so.

W5

SECTION 5. Fur tlu purpose of this Act, and
foe the 1989 1991 biennium only:

(1} The lealth Services Commission shall make
its report 6o the Governor and to the Jaint Legisla-
tive Comnitter on [Tealth Care no luler than Mareh
1, 1990,
~ {2) The commitlee shall make its recommen-
ditions to the Emergency Board.

(3) After consideration of the recommendations
of the committee, the Fmergency Bouard shall fund
the report to the extent that funds ave available to
do so. ~

(1) The Joint Legislative Conunittee on Health
Care and the Binergency Bouard are not authorized
to aller the report of the Health Services Commis.
sion,

SECTION 6, Upon meeting the requirements of
section 9 of this Act:

(1} Pursuant to rules adopted by the Adull nd
Family Services Divigion, the division shall execule
prepaid managed cuce health services countracts [or
the health services [unded pursuant to seclion 9 of
this Act. The contract must require that all services
are provided to the extent and scope of the [Health
Services Commission's report for cach service pro-
vided under the contract. Such contracts sre not .
subject to ORS 279.011 (o 279.063. It is the intent of
this Act that the state move toward utilizing )l
service managed care health serviee providers for
providing haalth services under this Act. The divi-
sion shall solicit qualifiedd providers or plans to be
reimbursed st rates which cover the costs ol provig-
ing the covernd services. Such contracts rmay he
with hospitals und moedieal organizations, houlth
maintenunice orgamizations, wmanaged healtl enre
plans and any other qualified publie or private enti.
ties. The division shall nut discriminate agains. any
contractors which offer services within their provid.
erg’ lawhul scopes of practice.

(2) The initial contract period shall begin on or
wfter July 1, 1990, .

(3) Lxcept for speciud cirenmatances recognizord
in rules of the division, all subsequent contracts
shall be fur one-year periods sturting on July 1, 1991,

(1} In the event that (here is an lngullicient
number of qualified entities to provide for prepuid
maniged heallh services contrachks in certain arous
of the slule, the division may institute o foe-for-
service ease managemenl system where possible or
may continue a fee-for-service payment syslem  for

. those aress that pay for the same services provided

1509

under the heulth services contracls for persons oli-
gible for health xevvices undor this Act. In addition,
the division may muke other spacial arcangerncnts
as necessury to increase the interest of providers in
participation in the stute’s managed care gystem, in-
cluding but not limited to the provision of stop lous
Insurance for providers wishing to limit the amount
of risk they wish Lo underwrite.

(B} As provided in subsections (1) and (1) of this
saclion, Lhe aggregate expenditurea by the Adull and
Fumily Bervices Division for health services pro.
vided pursuant to this Act shull pat exceed the fotal
dollars uppropriated for health services under thig
Act.

* {6) Actions tuken by providers, potentiul provid
ers, contractors and bidders in specific accordunce
with this Act in furming eonsortinms nr iu atherwiso
entering inta contracts to provide health care sor.
vices shall be performed pursuant to state supor-
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vision and shall be considered to be conducted at the
direetion of this stule, shall be considered to be
lowficl teade practices and shall not be considerad to
he the tennsaetion of imsurance for purposes of the
Insurance Code. )

(7) Health copre providers contracting to provide
gorvieos under this Act shall advise u patient of any
service, treotment or test thut is medically necessavy
bul not covered under the contract if an ordinarily
carelul peactitioper in the sume or simmilar commu-
nity would do so under the same or similur circum.
slances.

SECTION 7. 'T'he commission shall establish a
Subcommittee on Mental Health Care and Chemical
Dependeney to assist Lhe eommission in determining
priovities for menptal health care wnd chemical de
pendeacy that sholl be reported to the Sixty-sixth
Logislutive  Assembly, The subcommittee shall in
clude mental health and chemical dependeney pro-
fessionals  who  provide inpatient and  outpatient
mentatl health and chomical dependeney care.

SECTION 8.
availuble during o conteacl period:

(0} The population of cligible persons. determined
Ly law shall ot be reduced,

(b) 'The reimburserment rate for providers and
plans established under the controctual agreement
shull not be peduced.

(2) In the circumstanees deseribed in subsection
(1) of this section, reimbursemoent. shall be adjusted
by reducing the health serviees for the eligible pop-
ulation by elimimitiog gervives iu the ordee of pri-
ority  vecommuended by the  Ilealth  Services
Couunission, starting with the least imporlunt and
progressing tloward Lthe most important.

(3 The division shall obtain the approval of Lhe
Lagislative Assembly or Emergency Boured, if the

Logislative Assembly is not in session, belbre inuti-
tuting the reductions. In addition, providers con-
tracting to provide health serviees under this Act
must be notified at least two weeks priop to any
legistative consideralion ot aucli reductions, Any re-
ductions made under this section shall tuke effect
no sooner than GO days following final legislative
wetion wpproaving the reductions,

CSECTION 9. The prerequisites for implementa.
tion of this Acl are: ‘

(1) ‘The Adult and Family Services Division shall
obtain the neceszupy agreement from the Federal
Government; and :

(2} The Emergeney Board must vote aflicenatively
to uuthorize the release of the appropriation for the
second year of the 1989.1991 bienniwu,

SECTION 10, Any health care provider or plan
contracting to provide services to the eligible popu-
lation under this Act shall net be subjert Lo eriminad
prosecution, civil liability or profsssiooal disciphi-
nary action for fuiling Ww provide a service which the
chis[ative Assembly bas not funded ar has elimi-

(1) I insulficient resources are

1510

nated from its funding pursuant to section 8§ of this
Act.

SECTION 11. Notwithstunding the term of of-
fice specified by section 4 of this Acl, of the mem.
bers first appointed to the conunission:

(1) 'I'wo shall seeve for terms ending July 1, 1990

(2) Three shall serve for terms ending July I,
1991.

(3) 'T'hree shall serve
1992,

(4) Three shall serve for torms
1993,

for terms ending July i,

onding July

SECTION 12. (1) In addition to and not iu lica
of any other appropristion, there is spproprinted Lo
the Fmergency Bourd {or the fiscal year beginuing
duly 1, 1990, out of the General Fund, the sum of
$62,182,348, which may be expended for purposes of
this Act if the agrecement deseribed in section 9 of
this Act is given, The Emergency Board shall an-
thorize oxpenditures of uny or ol of the amount ap-
propriated by thig scction upon reconpnendation of
the Joint Legislutive Committee on Tlealth Cure.

{2) The amount of the :.1ppropriut.inn in suhe
section (1) of this scelion s in lieu of the some
amount in the appropriation of the Adult and Furily
Services Division for medieal asswstance in the see.
ond year of the bienniwm endiug June 30, 1991,

{3) If all of the moneys referred Lo in subsection
(1) of this section are not allucated by the Finer-
gency Board prior to July 1, 1990, such moneys on
that dale become available for purposes of ORS
414,025 to 414.325 and 114.610 Lo 414.670,

(4) Nothing in this zection prohibits the Fmer
gency Board from mthorizing  expenditures  of
amounts greater than approprintions under kthis see.
tion fur the purpose of this Act.

SECTION 13, In addition to and not in liea of
any ather appropriation, Lhere is appropriated to the
Adull, and nl'niry Sorvicos Divik;'lun, oul of the Gew. -
era]l Fund, Toe the biennium beginning July 1, 1989,
the sum of $523,567 for purposcs of mecting the ad-
ministrative expenses incurred by the division upder
this Act.

SECTION 14. In addition to and not in Leus ot
uny olher appropriation, there is uppropriated to the
Office of the Director of the Departinent of Iluman
Resources, out of the General Fund, for the
hirmnium heginning July 1, 1989, the sum of $173.780
for purpuses of contracting with the Executive De-
partment for administrative expenscs of the [Health
Services Commission.

SKECIION 15. Notwithstanding any other law,
the umount of $317,560 iz ocstablished for the
biennium beginning July 1, 1989, as the maxiuum
limit for the payment of expenses from fees, moneys
or other revenues, including Miscellancous Reeripts,
exeluding federal funds, collevted or received by the
Executive Department for purposes of wmeeting tho
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. . . o M
wdministrative  cxpenses of the Health Services
JOrmmissini,

SECTION 16. Notwithstanding any other law,
the amount  of $6O8.209 s estublished  for the
biennium beginning July 1, 1989, us the maximum
limit for the payment of expenses from federal funds
collected or received by the Adult wod Family Ser-
vires Division for the purposes of meeting the ad-
ministeative expenses incureed by the division under
this Act,

SECTION 17, Notwithstanding any aother law,
the amount of $173,780 is cstablished for the
biennium beginoing July L, 1989, as the maximum
limit for the payment of cxpenscs from federal funds
collectod or recoivoad by the Office of the Director
nf the Dopartment of Tluman Resources, for purposes
of contracling with the Fxecutive Dopartment for
achministeative  expenses  of  the  Hoealth  Services
Commission.

SECITON 18, Nathing in this Act is intended to
limit the authority of the Legislitive Assembly to
wuthorize services for persons whose income exceeds
100 porcent of the federal paverty level for whom
foderal medieal assistance matching funds ure avail-
able if state funds wre available therefor,

SECTION 19. ORS 414.025 is amended to read:

414.025. As used in this chaptler, unless the cone
text or a specially npplicible statatery definition re-
epnires otherwise:

(L) "Category ol oul” menns old-uge waaslianoe,
aid to the blind, aid to the disubled, aid to dependent
childeen or Suppluuu‘suti\l Security Income payment
of the Federal Governmenl

(1) “Categoricully needy™ means, msolinr ss funids
are availuble for the category, a person who is a
regident, of Lhin state amd whao:

{n) s receiving o category of aid.

{b) Would be cligible for, but 15 not receiving a
category of aid. - _

(e} Is 0 u ruedical facility and, if the person left
auch facilily, wonld be eligible for a category of aid.

() Is under the age of 21 years and would be a
dependent child under the program for aid to de-
pendent children except for age and regular attend-
ance in school or in w course of voeational op
technical training.

(e) Is a earctuker relative named in ORS 418,035
(1¥(¢) who cares for o dependent child wha would be
n dependent child under the program for_aid to de-
pendent children except for age and regular attend-
anee in school or in n course of vocational or
technical training; or 18 the spouse of such caretaker
rulntive and {ul(tls the regoirements of ORS3 418.034
(2).

() lg under the age of 21 years, 1s in a foster
family home or licensed child-caring agency or in.
slitution under a purehasze of care agreement and is
one for whom a public agency of this state is as-
suming financial responsibility, in whole or in part.

(g) Is « spouse of an individual receiving a vate
gory of aid and who is living with the recipient ol s
category of aid, whose needs and income are Laken
into account in determining the cash needs of the
recipient of a category of aid, and wha is determined
by the Adult and Family Services Division o he es
sential to the wellbeing of the recipient of o eale
gory of aid. -

(h) Is a caretaker relative named in ORS 418005
(1)(¢) who cares for » dependent child receiving aid
to dependent ¢hildren, or o child who would by cli-

ible to receive aid to dependent children except Lur
uration of residence requirement; or iz the mpowie
of such caretaker relative and fulfills the requre-
ments of ORS 418.035 (2).

(i) Is under the ago of 21 years, 18 in » youth
care center and 15 one for whom a public ageney of
this state is assuming fnancial responsibility, in
whole or in part.

(j) Is under the age of 21 years and w10 o
intermediate cure fucility which ineludes institutions
for the mentally retarded; or iz under the uge of 22
yoars and s in a psychinlrje hospital.

(k) Ts under the age of 21 years and js in an in
dependent living situation with all o parlt of the
maintenance cost panl by Children's Services Divi-
sion.

(1) Is a member of o fumily which recetved il
to dependent children in ot least three of the six
months immediately preceding the month i which
such fwnily bevamne incligible for such wssistance

-because of increased hours of or Increascd ncume
- from cmployment. As long us the moember ol thoe

family is employed, such families will continue to be
cligiblc for medieal assistance for a period of four
calendar manths beginning with Ll month in which
such family became incligible for assistance hecause
of inerensed  houre of employment or  increased
earnings.

{m) Was receiving ‘litle XIX benefits in the
munth of Neeembier’ 1973, and forr that reason met all
conditions of eligibility including financial eligibility
for aid to the disabled or blind by eriterin for

‘blindness or digability and financial criteria esinb-

lished by the State of Oregon in effect on or before
December 1973, had been determined to moeet, and
for subsequent months met all eligibility requive.
ments.

(n) s an essential gpouse of an individual de-
scribed in paragraph (m) of this subsection.

(0) Is un adopted person under 21 years of age
for whom a public agency is assunming finsncial ye-
sponsibility in whole or in puart.

(p) Is un individugl or is a member of a group
who is required by federal law to be included in the
state’s medical agsistunce program in order for that
progeam b qualify for fiederal funds.

(¢) Is an individual or member of a group who,
subject to the rules of tha division and within avail-
able funds, may optionally be included in the state’s
medical assistance program under federul luw und
regulations concerning the availability of federal
funds for the expenses of that individuu{ or group.
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(r) 1s a pregnant woman who would be eligible
for aid to funities with dependent children including
such aid bused on the unemployment of u parent,
whether or net the woman is cligible for cash as-
gishiance. .

(%) Would be eligible for aid to families with de-
pendent children pursusnt to 42 US.C. 607 based
upon the wnemployment of a parent, whethar or not
the state provides eash ussistance.

" (1) Exeept as otherwise provided o this scction
and to the extent of wvailuble funds, 15 o pregnunt
woman or child for whom federal financial partic-
ipation is nvailuble under Title XIX of the federal
Social Security Act.

{u) Is nol olherwise cntegorically needy and
is not eligible for care under Title XVI1II of the
federal Social Security Aect, but whose family
incomo is less than the federal poverty level.

(3) “Lssentind spouse” means the husbund or wife
of a recipient of a cutegory of aid who is needy, is
living with the recipient und provides o seevice that
otherwise would have to be provided by some other
LHATANRIE N

(4) “Incosmne”™ means income as defined in ORS
413.000 (3).

(53) “Medical assislance” means so much of the
following medical and remedim! core and services as
may be preseribed by the Adnll und Family Scervices
Division nceording to the standards established pur-
sunnb to ORS 414.068, including puyments made for
soerviees provided under an insurance or other con-
tenelur] armangement and money paid directly to the
rocipient for the purchuase of medical care:

(:) Inpatient hospilal services, other than ser.
vices in an institubion or mental diseases;

(1) Oulpalical hospital services;

(¢} Other luboratory and X ray services;

(d) Skilled nurging fucility services, other than
sorvicer in an inalibubion for mentul diseases;

(c) Phyﬂini:ms’ sorvices, whether furnished in Lhe
office, the patient’s home, a bospital;, a skillad nurs-
ing taecility or elsewhere;

() Mealicid care, we any other type of remedial
care recognized uuder state law, furnished by li-
pansed practitioners within the scope of their prae-
tice as defined hy state law;

{g) Home health care services;

(h) Private duty nursing services;

(1) Clinie services;

(3} Dental services;

(k) Physical therupy and related services;

(I} Prescribed drugs, dentures, and prosthetic
dovices; und eyeglasses prescribed by o physician
skillod in digeases of the eye or by an optometrist,
whichever the individual muy select;

{m) Olher diagnaostie, serceming, prevenbive and
relabilitulive services,

() Topatient hospilal secvices, skilled nucsing
facility services snd intermaedinte care facility ser-
vices for individuals G5 years of age or over in an
instilution for mental discuses;

{0} Any other medical care, and any other type
of remedial care recognized under state law;

1512
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(p) Periodic sereening und diagnosis of individ.
uals under the age of 21 yeours to ascertain theic
physical or mental defects, and such heulth aace,
treatment and other mensures Lo correct or nmelio-
rate defects und chrooie conditions  discoveryl
thereby; and

() Inpationt hospital services for individuals un-
der 22 years of age in an institution for mental dis.
SASOE.

(6) “Medicul assistanee” includes any ecare or
gervices for any individuul who is a patient in o
medical institution or any cure or services for auy
individual who has attained 65 years of age or i«
under 22 years ol age, und who g « putient in a
Privata or public inslitution for moental diseasns,
‘Medical assistance” includes “health servicos”
as defined in section 2 of thiz 1989 Act. “Muodical
assistance” dees not mnclude care or services for an
inmate in a nonmedicul public nstitution.

(7) “Medically needy” means a person who is o
resident of this state and who ig considered eligible
under federal luw for medically neady asdistanes.

(8) “Resources” means rvesources as defined an
ORS 413.005 (4). N

SECTION 20. ORS 414.042 18 amended Lo rend:

414.042. (1) The need for and the amount of

medical assistance to be made availuble for each
eligible group of recipients of medical assistanee

shall be determined, in accordunee with the rules of

the Adult and Family Services Division, taking into
account;

" (a) The requirements und needs of the person,
the spouse und other dependents;

(b) The income, resources und
available to the person;

() The respnnﬁibi]il._y al the spouse, and, with
regpect ta a persen who is hlind, or s permanently
and totally disabled, or 15 under the age of 21 years,
the responsibility of the parents; [and]

{d) The conditions existing in cach case; and []

(e¢) Except for eligible groups of aged, blind
and disahled, or children under OIS 4158.001 to
418.034 and 418,187 to 418.970, thc report of the
Health Services Commission as:funded by the
L.egislative Assembly.

(2) Such amounts of income and resources may
be disregarded as the division may prescribe by
rules, except that the division muy nol require any
needy person over 83 years of age, as u comdition of
entering or remaining in a hospital, nursing home
or other congregute care fucility, to sell any real
property normally used us such person’s home. Any
rule or regulation of the division inconsistent with
this section is to that extent invalid. The amounts
to he disregarded shall he withnn the limits required
oy permitted by federal law, rules or orders applica-
ble Ltherelo, .

(3) In the determination of the amount nf med-
ical assistance available to a medically needy person,
all income and resources avuiluble Lo the person in
cxcess of the amounts proscribed in ORS 414.038,
within limits prescribed by the division, shall be ap-

n]ninf.(‘.“ﬂlll.fl..‘
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plied first to coslé of needed medical and remedial
care and services not available under the medical
assistunce program und then to the costs of benelits
under the medical assislance program,

SECTION 21, Oy 414,065 is amended to read:

114.065. (1) With respect to madical and remedial
care and sorviees to be provided in medical assist-
ance during any period, and within the limits of
tunds available therelor, the Adult and Family Ser-
viees Division shall determine, subject to such re-
visions as it may make from time to time and with
respect Lo the “health services” defined in sec-
tion 2 of this 1989 Act, subject Lo legislative
funding in response to the report of the Health
Services Commission: ’

(1) The Lypes awd extent of medical and remedial
coee and seevices ta he pravided to each eligible
group of recipients of medical assistance.

(b) Standords to be observed in the provision of
medical ol remedial care and services.

() The oumber of days of medical and remedial
care ol sorvices tuwur«f the cost of which public
agsistance finds will be expended in the care of any
person.

() Reasonable fovs, churges and daily rates to
which public assistanee funds will be applied toward
meeting the costs of providing medical and remedial
enee and serviees to an applicant or recipient. .

(0) Reasonable fees for professional medical and
dental serviees whieh nuy be based on usual and
customary foes in the loeality for similar services.

{2) 'The types and exlent of medieal and remedial
cure wnd services and the amounts to be paid in
mecting the costs thereof, us determined and fixed
by the division and within the limits of funds avail-
able therefor, shall be the total availuble for medical
assistanee aud payments e such moedical assistance
shall he the total amounts frem public assistanece
funds availuble to providers of medicol and remedial
care and services in meeling the costs thereof

(3) Except lor puyments under o cost-sharing
Plan, payments made by the division for nedical as-
sistance shall constitute payment in full for all
wedical and remedind care and services for which
such paymenes of medical ussistance were made.,

(4) Medical benefits, standards and limits eatab-
lished pursuant to paragraphs (a), {b) and (¢) of sub-
gsaction (1) of this section fur the eligible medically
ncedy muy be less but shall not excerd medical bon.
ofits, standurds and limits established for Lhe eligible
categorically needy, except that, in the case of a re-
gearch and demenstration project enlered into under
ORS 411,184, wedicwd benefits, standords and limits
for the ehgible medically needy may exceed those
vatablished  for  apeeifie oligible  groups of the
categoricnlly needy.

(5) Notwithstanding the provisions of this scc-
Lion, the division shall cuuse Type A hospitals, as
delined in OUS 412470, identified by the Qffice of
Rural Health as rural hospitals to be reimbursed
fully for the cost of covered services based on the
Medicare determination of reasonable cost as de.
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rived from the Hospital and Iospital Health Coare
Complux Cost Report, referred to as the Medicare
Report, provided by the hospital to a person entitled
to reccive medical assistance, .

SECTION 22. This Act being necessury for the
immediate preservation of the public peace, health
and safety, an emergency is declared to exist, wnd
this Act takes effect July 1, 1989,

Approved hy the Gavernor JJuly 26, 1989

Filed in the olfice of Secretary of State July 27, 19s

CHAPTER 837

AN ACT

Relating to wetlands; creating new  provisious;
amending ORS 197,015, 215213, 215.283, 511.605,
5471.616, 541.625, 511.626, H{1.645, H41.6350, S11.670
and 541.695 and section 2, chapter 313, Oregon
Laws 1989 (Enrolled Senate Bill 5548); repraling
ORS 197.767 and 541.640; and limiting expendi-
tures. :

Be Tt Enacted by

Oregon;

T ONK Y

the People of the Stiate of

SECTION 1. Seclions 2, 3, 6,57, 10 to 14, 20 aud
32 of this Act are added to and made o part of ORS
541.800 to 541.695.

SECTION 2. The Legisiativee Assembly [inds
that:

(1) Wetlands provide a natural means of fiood
und stopm darmuge pratection throupgh the absorption
and storage of water during high runoll' periods,
thereby reducing fluad crests and preventing loss of
life and property;

(2) Wetlands provide essentinl breeding, spawn.
ing, rearing, feeding, nesting amd wintering habitats
for & major portion of this state’s fsh und wildlifi:

(3) Wetlands provide essential  hobitat  for
waterfowl using the Pacific Flyway and for the
rearing of salmon und other anadromous and resi-
dent fish; '

_(fl-) Wetlands  ael ax  pcouymulation  arcas  [ur
sediments  which  retain  nutrionts  and  other

pollutants that may prevent entry of the pollutants
into other waterways;

(6) Wetlands provide a valuuble public service of
muintaining clean water by retaining nuteients,
metals and toxic materials from the water to protoct,
water quality;

(6) Watlands provide significunt opportunitics fur
environmentul und ceological rescarch, public recre-
ation and education and provide scenic diversity and
aesthetic value as open spuce and areas of visual
enjoyment;

(7) Much of this state's original wetlands have
been diked, drained, filled, dredged, ditchad or oth-
erwise altered; ,

(&) There is continuing developnent pressure on
wetlands in Oregon;
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CHAPTER TW@:

PRIORITIZATION @F
HEALTH SERVICES




The Prioritized List of Health Services
The Health Services Commission was established to:

“[R]eport to the Governor and Legislature a list of health
services, including health care services of the aged, blind and
disabled...and including those mental health and chemical
dependency services...ranked by priority, from the most
important to the least important, representing the comparative
benefits to the entire population to be served....The
recommendation shall include practice guidelines reviewed and
adopted by the Commission....”" (emphasis added)

The Commission is composed of eleven members. There are five
physicians, including one Doctor of Osteopathy, four consumer
representatives, a public health nurse, and a social worker.> The
Commission relies heavily on the input from its subcommittees and ad
hoc task forces.®> A Commissioner chairs each subcommittee or task
force and composition varies depending on the purpose of that body.
If appropriate, membership from outside of the Commission will
generally include representatives of specialty-specific providers,
consumers, and advocacy groups within the area of interest.

The current Prioritized List of Health Services contains 743 medical
condition/treatment pairs. Each condition/treatment pair that makes
up a line item on the List is composed of diagnostic and treatment
codes to define the services being represented. The conditions on the
List are represented by the coding nomenclature of the International
Classification of Diseases, Ninth Revision, Clinical Modification
(ICD-9-CM). Medical treatments are listed using codes from the
American Medical Association’s Current Procedural Terminology,
Fourth Edition (CPT-4), and selected OMAP unique codes. Dental
procedures are listed using codes from the American Dental
Association’s Current Dental Terminology (CDT-2).

! Oregon Revised Statutes (ORS) 414.720(3).
2 A list of the Commission membership can be found in Appendix B.
* Chapter 4 will outline the activities of the Commission’s subcommittees and task forces.
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The Commission maintains the Prioritized List by making changes in
one of two ways:

1. The Biennial Review of the Prioritized List of Health
Services, which is completed prior to each legislative
session according to the Commission’s established
methodology.

2. Interim Modifications to the Prioritized List that consist of

a. Technical Changes due to errors, omissions, and
changes in ICD-9-CM, or CPT-4, or CDT-2 codes; and,

b. Advancements in Medical Technology that necessitate
changes to the List prior to the next Biennial Review.

Prioritization Methodology

In 1998 the Commission completed its third biennial review of the
List since implementation of the Medicaid Demonstration in February
1994. The review process followed the methodology dated April 19,
1993, which was approved by the U.S. Department of Health and
Human Services. The final ranking of each of the condition/treatment
pairs is determined either by 1) the treatment’s effectiveness in the
prevention of death and/or its average lifetime cost; or, 2) the
application of a set of subjective criteria to the service being
prioritized.

In creating the Prioritized List, an initial sort was performed followmg
these steps:

a) The condition/treatment pairs were ranked according to the
likelihood that treatment would prevent death;

b) Those remaining condition/treatment pairs whose treatments
have an equivalent ability to prevent death or whose
conditions have no risk of mortality were rank ordered by
the average lifetime cost of treatment, from the least
expensive to the most expensive; and,
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¢) Any condition/treatment pairs not separable by both of these
measurements were sorted alphabetically by diagnosis.

The Commission then reviewed the initial sort of the condition/
treatment pairs line-by-line to determine whether the data resulted in
an appropriate relative ranking of the line item. If the Commission
felt that the initial placement of the line did not properly reflect its
importance as a health service, the subjective criteria listed in Table 2
were used to move the condition/treatment pair up or down the list.
These criteria were developed using the values expressed at the public
hearings and community meetings held throughout the State. In order
to alter the placement of a line using the subjective criteria, the list
was divided into 30 groups of approximately 25 lines each. If it was
determined a line did not belong in its initial group, the Commission
used one or more subjective criteria to justify the movement into a
different group of 25 lines. '

The Commission performed a final sort using steps a) through c)
within each new group of lines and then reviewed the entire list to
ensure that the basic principles of prevention and early intervention
were preserved. For example, regular prenatal care was placed higher
on the list than the treatment of low birthweight babies since the
provision of these services lead to fewer premature deliveries.

Biennial Review

Since the implementation of the initial Prioritized List in February
1994, the Health Services Commission has seen its role change to one
of focusing on the maintenance of an already existing list. The Health
Services Commission conducts a complete review of the Prioritized
List every two years. The ongoing review of the List is a dynamic
process that is responsive to changes in medical diagnoses, treatments
outcomes, and social values.

2

The most recent biennial review of the List began in the Fall of 1997.
First, provider groups representing a cross-section of disciplines were
surveyed as to changes in treatment outcomes related to mortality and
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Table 2.
Subjective Criteria

General Preventive Services: This judgment determines the placement
of three lines: children, adult, and dental preventive services.

Comfort Care: This judgment determines the placement of one line.

Maternity Care: This judgment considers the placement of services
required from conception through the first 28 days of life. Examples
are pregnancy care and neonatal services.

. Family Planning Services: This judgment determines the placement of

services for preventing pregnancy or planning families. There were
four lines involved and this is a high priority for the Federal
government.

Prevent a Condition Before Treatment: This judgment considers the’
importance of interceding early in the process before the condition
develops. An example is placing the treatment for dysplasia of the
cervix before the treatment of cervical cancer.

Medical Ineffectiveness: This judgment considers the fact that the
specified treatment for the condition does not achieve its objective in
the majority of the cases. An example is the dental services that
provide only marginal improvement.

. Prevent Additional Complications: This judgment considers the

importance of interceding in order to stabilize or to prevent
deterioration of a condition. An example is the treatment of glaucoma.

. Prevent Future Costs: This judgment considers the importance of

interceding early before resources must be spent in crisis. An example
is the treatment of insulin dependent diabetes.

Cosmetic Services: This judgment reflects the fact that cosmetic
services are not a covered benefit for Medicaid in Oregon.

Self-limiting Conditions: This judgment considers the fact that these
conditions will run their course without, or in spite of, medical

intervention. An example is the treatment of acute upper respiratory
infections. ‘

Congruent Conditions: This judgment considers the fact that the organ
system and/or etiology of the conditions are similar to that of another
condition/treatment pair elsewhere on the List or that the outcomes of
the condition/treatment pairs are congruent.

Public Health Risk: This judgment reflected the fact that prevention of
communicable diseases is a high priority for the state and federal
government. An example is the treatment of syphilis.
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cost of treatment within their area of expertise. Information about any
recent advancements in medical technology was also solicited. In
addition to those rankings requiring review based on medical
advancements or changes in data as supplied by the provider
community, requests for consideration came from consumers,
advocacy groups, other state agencies, and Health Services
Commission members. In addition, recommendations for placements
of a number of ICD-9-CM and CPT-4 codes that did not appear on the
Prioritized List were given by a workgroup composed of staff from
the Office of Medical Assistance Programs and the Commission.

The Health Outcomes Subcommittee, composed of the physician
members of the Commission, reviewed the evidence submitted to
justify changes to the List. The Subcommittee met five times between
February and June of 1998 to formulate their recommendations to the
full Commission regarding biennial changes to the List. Commission
action then resulted in the movement of individual codes on the List
or the addition, deletion, merger, or splitting of entire lines.

Tables 3 through 6 reflect the significant changes in line placement or
line composition between the May 1, 1998, and April 12, 1999,
prioritized health services lists. The Commission adopted four new
lines that have a low placement, with three of them representing
conditions with no effective treatment or no treatment necessary (see
Table 3). The Commission also moved twelve lines such as
uncomplicated hernias in adults, which went from line 645 to line 552

- (see Table 4). The Commission clarified and refined the List by

merging ten sets of lines, as in the case of Breast Reconstruction being
merged into line 229 with the treatment of cancer of the breast (see
Table 5). Six other lines were found to be inappropriately grouped
and were therefore divided into two separate lines. For example,
symptomatic urticaria was removed from line 629 and placed on its
own line at 571 (see Table 6). A complete listing of all biennial
review changes by code can be found in Appendix C.
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Line 642:

Line 729:

Line 733:

Line 737:

Line 7:
Line 8:
Line 10:
Line 145:

Line 318:
Line 327:
Line 398:
Line 406:
Line 417:
Line 421:
Line 552:
Line 734:

Line 207:

Line 229;

Line 267:

Table 3.

New Lines
4/12/99 Position and Line Descriptor Listed

Disorders of Sleep without Sleep Apnea/Medical Therapy

Infectious Diseases with No Effective Treatments or No Treatment Necessary/Evaluation
Musculoskeletal Conditions with No Effective Treatments or No Treatment
Necessary/Evaluation

Gastrointestinal Conditions with No Effective Treatments or No Treatment
Necessary/Evaluation

Table 4.
Lines Moved From Previous Ranking
4/12/99 Position and Line Descriptor Listed
(5/1/98 Position in Parentheses)

Torsion of Ovary/Oophorectomy, Ovarian Cystectomy (from line 439)

Torsion of Testis/Orchiectomy, Repair (from line 440)

Injury to Internal Organs/Medical and Surgical Treatment (from line 449)
Disorders of Spine with Neurologic Impairment /Medical and Surgical Treatment
(from line 324)

Sarcoidosis/Medical Therapy (from line 729)

Brachial Plexus Lesions/Medical Therapy (from line 142)

‘Wound of Eye Globe/Corneal Laceration Repair (from line 419)

Purulent Endopthalmitis/Vitrectomy (from line 424)

After Cataract/Discission, Lens Capsule (from line 396)

Chronic Inflammatory Disorder of Orbit/Medical Therapy (from line 502)
Uncomplicated Hernia/Repair (from line 645)

Intracranial Conditions with No Effective Treatments or No Treatment Necessary/Evaluation
(from line 618)

Table 5.
Merged Lines Previously Found on Separate Lines
4/12/99 Position and Line Descriptor Listed

(5/1/98 Line Position and Descriptor in Parentheses)

Herpes Simplex and Herpes Zoster with Neurological & Ophthalmological
Complications/Medical Therapy

(from line 391 Herpes Zoster & Herpes Simplex w/Ophthalmic Complications/Medical
Therapy)

Cancer of Breast, Treatable/Medical and Surgical Treatment, which Includes Chemotherapy,
Radiation Therapy, and Breast Reconstruction

(from line 602, Absence of Breast after Mastectomy as Treatment for Neoplasm/Breast
Reconstruction)

Acute and Subacute Ischemic Heart Disease, Myocardial Infarction/Medical and Surgical
Treatment

(from line 278, Angina Pectoris, Other Forms of Chronic Ischemic Heart Disease/Medical and
Surgical Treatment, and line 279, Acute Myocardial Infarction/Medical Therapy)
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Table 5. (Cont’d)
Merged Lines Previously Found on Separate Lines
4/12/99 Position and Line Descriptor Listed
(5/1/98 Line Position and Descriptor in Parentheses)

Line 298: Regional Enteritis, Idiopathic Proctocolitis, Ulceration of Intestine/Medical and Surgical
Treatment
(from line 310 Ulceration of Intestine/Colectomy, Enterostomy)

Line 358: Breast Cysts and Other Disorders of the Breast/Mcdical and Surgical Treatment
(from line 332, Premalignant Lesions and Carcinoma-in-Situ/Destruction, Excision, Medical,
and line 354, Cellulitis, Non-Orbital, Abscess of the Nails/Medical and Surgical Therapy)

Line 370: Cholelithiasis, Cholecystitis, Common Biliary Duct Stone/Medical and Surgical Therapy
(from line 134 Calculus of Bile Duct with Other Cholecystitis/Medical Therapy)

Line 377: Conduct Disorder, Age 18 or Under (See Guideline Note)/ Medical & Psychotherapy
(from line 579, Conduct Disorder, Severe/Medical/Psychotherapy)

Line 413: Primary and Open Angle Glaucoma/Trabeculectomy, Cyclocryotherapy, Laser
Trabeculoplasty
(from line 395, Primary and Other Open Angle Glaucoma/ Cyclocryotherapy, and line 400,
Primary and Other Open Angle Glaucoma/ Iridectomy, Laser Surgery)

Line 440: Noninflammatory Disorders and Benign Neoplasms of Ovary, Fallopian Tubes and Uterus,
Ovarian Cysts/ Medical and Surgical Therapy
(from line 442, Hyperestrongenism/ Medical Therapy, Hysterectomy)

Line 514: Episcleritis and Acute Conjunctivitis/Medical Therapy
(from line 405 Episcleritis/Medical Therapy)

Line 672: Gender Identification Disorder, Paraphilias and Othcr Psychosexual Disorders/Medical &
Psychotherapy
(from line 688 Transsexualism/Medical Therapy)

Table 6.
Previously Existing Lines Divided Into Two Separate Lines
4/12/99 Line Position and Descriptor
(5/1/98 Line Position and Descriptor in Parentheses)

Line 56: Birth of Infant/Newborn Care
(from line 52, Pregnancy/Maternity Care)
Line 161: Pneumonia Due to Respiratory Syncytial Virus in Persons Under Age 3/Medical Therapy
(from line 157, Asthma/Pneumonia Due to Respiratory Syncytial Virus in Person Under
Age 3/Medical Therapy)
Line 217: Idiopathic or Viral Myocarditis and Pericarditis/Medical and Surgical Treatment
(from line 112, Myocarditis, Pericarditis and Endocarditis/Medical and Surgical Treatment)
Line 426: Entropion/Repair
(from line 582, Entropion and Trichiasis of Eyelid, Ectropion, Benign Neoplasm of
_ Eyelid/Ectropion and Entropion Repair)
Line 571: Symptomatic Urticaria/Medical Therapy
(from line 629, Urticaria/Medical Therapy)
Line 578: Sexual Dysfunction/Medical and Surgical Treatment
(from line 578, Sexual Dysfunction/Medical & Psychotherapy)
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On June 26, 1998, the Commission announced the completion of the
biennial review process.* The revised Prioritized List of Health
Services appearing in Appendix F was then forwarded to the
independent actuarial firm of PricewaterhouseCoopers. The actuarial
analysis of the average per-member-per-month costs of providing
various levels of services for the different Medicaid eligibility groups
appears in Appendix E. Upon the approval of this report, the 70™
Oregon Legislative Assembly will set a funding level for the April 12,
1999, Prioritized List of Health Services. This will establish the
benefit package for the Medicaid Demonstration for the 1999-2001
biennium.

Interim Modifications

The Commission was aware from the outset that this unique process'
for determining health benefit coverage would need further refinement
as feedback was received after implementation. Anticipating the
Prioritized List would have to evolve in order to be successful, the
Commission asked for the authority to make adjustments to the List
during the interim period. This request was granted in 1991 in the
following statute:

“The commission may alter the list during the interim only
under the following conditions:
a) technical changes due to errors and omission; or,
b) changes due to advancements in medical
technology or new data regarding health
outcomes.
If a service is deleted or added and no new funding is
required, the Commission shall report to the Speaker of the
House of Representative and the President of the Senate.
However, if a service to be added requires increased
Junding to avoid discontinuing another service, the
Commission must report to the Emergency Board for
funding."” ( emphasis added)

* Press Release issued June 30, 1998.
5 ORS 414.720(5)a, (5)b and (6)
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Technical Changes

Each year the medical codes used to represent the diagnoses and
procedures on the Prioritized List are revised by the National groups
responsible for their maintenance. Revisions to the 7,000+ CPT-4
procedure codes occur in January, and revisions to the 13,000+ ICD-
9-CM diagnosis codes become effective in October at the beginning
of the federal fiscal year. As a result, the Commission must make
technical changes to the Prioritized List at least twice a year.
Technical changes are also made to the List when omissions or errors
are identified.. '

During the previous two years, physician aid-in-dying became a legal
medical service in the State of Oregon, creating a need to consider
placement of the service on the Prioritized List. See Chapter Three
for a complete discussion of the addition of a practice guideline to the
line representing comfort care for the terminally ill. This guideline
was approved as a technical change to the List. An example of a
technical change made because of error is the movement of the
treatment of male organic impotence from line 542 to line 578 of the
May 1, 1998, Prioritized List of Health Services. Due to the
heightened media attention surrounding the FDA approval of Viagra
as a treatment for male impotence, the Commission found the specific
ICD-9-CM code for that condition was mistakenly included along
with medically non-related conditions on line 542, Balanoposthitis
and Other Disorders of the Penis. Effective October 1, 1998, the
Commission moved both the codes for the medical and surgical
treatment of male organic impotence to line 578, Sexual Dysfunction,
which appropriately included the code for male impotence of
nonorganic origin.

The health care plans under contract with OMAP asked that interim

“modifications to the List be made as few times during the contract

year as possible in order to reduce administrative costs. During the
1997-99 biennium the Commission gave notice of six sets of interim
modifications to the Prioritized List. This was a significant
improvement when compared to the thirteen sets of changes
implemented during the previous biennium. Appendix D reflects the
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interim modifications made by the Commission since the May 3,
1997, report.

While yearly updates to the coding systems can be handled easily as

~ technical changes, the conversion of ICD-9-CM to ICD-10-CM (a

new categorical disease classification that radically differs from ICD-
9-CM) planned during the year 2001 will necessitate a complete
revision of every line item of the Prioritized List during the next
biennium. ICD-10-PCS, a new procedural coding system that will
either coexist with or supercede CPT-4 codes, is in the final stages of
development and may need to be incorporated into the treatment
specifications on the List.

Advancements in Medical Technology

The Commission periodically receives requests to modify the
placement or content of condition/treatment pairs to reflect significant
advancements in medical technology. These requests come from
medical providers and commercial developers of emerging
technologies. The Commission staff assembles needed background
information and arranges to have experts testify before the Health
Outcomes Subcommittee as it prepares a recommendation for the full
Commission. During the last biennium, interferon alfa 2b was
acknowledged as a significant advancement in treatment for chronic
hepatitis B and C. Chapter Three contains a complete discussion of

- the Commission’s 1998 decision to re-prioritized this condition/

treatment pair. In the event an added service is projected by an
independent actuary to have a significant fiscal impact on the
Medicaid Demonstration during the remainder of the biennium, the
Health Services Commission is required to appear before the
Legislative Emergency Board for additional funding. To date, no
interim modifications have been found to have a significant fiscal
impact on the Medicaid Demonstration.
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